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January 24, 2000
Dear Savings Plan Participant:

Congress and the Internal Revenue Service have made public the new changes in amounts and limits as they relate to
our Savings Program and Pension Plan. We would like to review the status of several items and their impact on the
coming year.

Definition of Highly Compensated.

An employee of Lockheed Martin Energy Systems, Inc. or Lockheed Martin Energy Research Corporation. is
considered a “highly compensated employee” (HCE) for 2000 if their gross compensation for 1999 was equal to or
greater than $80,000.00. This determination is made by the payroll sysem and is reflected in the payroll and savings
plan records after the final compensation tapes are prepared at year-end. Thisis an increase from the dollar limit in
the definition that was used for 1999.

M aximum Allowable Compensation for Calculation of Contributions to the Savings Program.
Theannual limit for 1999 has been set at $170,000.00.

Limit on Employee Contributionsto a 401(k) Plan (pre-tax.)

The annual limit for employee contributionsto a 401(k) savings plan (a pre-tax plan) increase to $10,500.00. For those
participants whose eections will cause them to exceed the annual limit, the payroll sysem will automatically
recharacterize the contributionsin excess of $10,500.00 as after-tax contributions. Remember that a change from pre-
tax to after-tax will increase taxableincome and will cause the income taxes withheld to be higher.

Maximum Annual Additionsto the Savings Program.
Thetotal of employee contributions and matching employer contributions for both pretax and after-tax contributions
remains limited to $30,000.00 per year. Contributionsin excess of the limit will be refunded.

Maximum Allowable Contribution Per centage

The maximum allowable percentage (for both pretax and after-tax) remains at 15% of digible earnings. This
regriction is implemented by State Street Bank as the participant either makes or changes their contribution
per centages.

Company Matching Contributions.
The company matching percentage remains at 100% of the first two percent and 50% of the next four percent. This
provides for a company match of 4% of pay for those participants electing to contribute 6% of pay.

Redrictions on Highly Compensated Employeesto I nsure Passing the ADP/ACP Teds.

The IRS requiresthat contributions of HCE's be restricted if necessary to pass the Actual Deferral Percentage (ADP)
and Actual Contribution Percentage (ACP) tests. As of thisletter, the Company is projected to pass the tests at year-
end without havingtorestrict HCES contributions. If the year-end resultsindicate that an adjustment isin order, it
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will be necessary to refund the excess contributions. This will affect the taxable income of HCE's that have
contributions refunded. The HCE’s should consider delaying the completion of their 1999 tax returns until notified by
the Plan. State Street Bank estimates that we will have final test results and will be able to notify our participants no
later than February 15, 2000.

Based on our current projections, there will be no initial restrictions on the HCE contributions for 2000. All
participants may elect to contribute the maximum limit of 15%. To determine your current election or to make a
change, please call State Street Bank at 1-888-1SAVEIT (1-888-472-8348). Testswill be conducted at mid-year in 2000
to determineif restrictions on HCE contributions should be imposed.

We highly encourage you to view the Savings Plan Home Page at http://www.or nl.gov/benefitsbenhomehtm  This site
has valuable information regarding fund performance, links to the home pages of the publicly traded mutual funds
that areincluded in our investment options, a quarterly newdetter about the Program and thefull text and dides of our
Savings Program education cour ses.

Should you have any questions about these or other Savings Plan matters, please call:
Michad L. Moore
Manager, Benefits Finance
423-574-9564

or send an E-mail to ik5@or nl.gov

Sincerely yours,

N.E. Sparks, Director
Employee Benefits



